Status Report 2/24/95 


Marketing 

Issues: Consumer research, positioning platform development, packaging, 
launch/distribution strategy, conversion kit, merchandising. 

Recent Activity: 

Presented launch plan to PM International group. 

Briefed Premium Brand Group on lmg. low smoke product 

Received preliminary concepts from Design Continuum regarding transportation/protection. 
Assigned second round of development. 

Ordered duplicate trial kits for PMKK. 

Conducted internal brainstorming activity regarding lighter name. 

Briefed fulfillment group on entire scope of project to assist them in helping us identify 
potential outside contractors for telemarketing, pick-and-pack, customer service, etc. 

Upcoming Events: Briefings/Presentations to PM management. 

Develop more detailed activity list for milestone report. Awaiting installation of software 
from IS. 

Develop layout of conversion kit information brochure. 

Develop more detailed launch market scenarios to better estimate lighter quantities that will 
be needed, potential retail outlets to be targeted, etc. 

Review results of Leo Burnett's brainstorming session and focus their next assignment 
specifically on lighter names. 


Sales & Distribution 

Recent Activity: Senior Management update. 

Detailed overview for and discussion with Redemption Management. 
Prepared meeting with Customer Service to discuss Retail Distribution. 
Arranging sales field trips for MBA's. 


Consumer Research 
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Issues: Lighter design, cigarette taste acceptability, consumer receptivity (to concept, use, 
behavioral adaptation), consumer-related product performance (ease of use, 
comprehension, reliability, durability, consistency). 

Recent Activity: Determined smoker samples, timing and research outline for upcoming 
U.S. and Japanese product usage studies. Primary focus is "consumer" evaluation of next 
generation lighter design, arriving March 22, to support commercialization agreement 
milestone of April 30. Met with MDF to outline sequence of activities required to prepare 
for and support research and presentation schedule. 

Compiled key findings from recent Sales Force interviews; discussed insights and 
implications with Leo Burnett, Marketing, Sales. Presented summary of results during 
MDF Town Meeting. 

Participated in OLT Diversity, Coaching, and workplace effectiveness sessions. 

For quarterly update meeting, presented synopsis of competitive intelligence from 
Marketing Research's group discussions among prior Eclipse research participants. 

Preparing for research presentation in Germany week of March 7; integrated supporting 
information from MDF and R&D. 

Upcoming Events: One-day product use test scheduled for week of March 27 among 
MDF smokers ("Ashland Day"); U.S. Sales Force and Operations 2-day use study slotted 
for week of April 3; PMKK/Sanyo 2-day use planned for week of April 17. 

Meet with Leo Burnett, U.S. Marketing Research, and our Marketing and Sales to outline a 
marketing research plan. 

Determine consumer data required to support cigarette and lighter development milestones 
in 2Q95. Prerequisites: Lighter with next generation functional features and heater; 
machine-made reference cigarettes. 


Finance & Planning 

Issues: Product Costs, 1995 & 1996 Budgets, Final 650, Overall Project Schedule and 
Milestones, New York Planning Schedule. , , . 

Recent Activity: Agreement was reached on submitting the Final 650 to the Board at the 
end of March. Signatures continue to be obtained in Richmond and the Financial 
Department's review is proceeding. 

The 650 package should be sent to NY by March 3. It is scheduled to be submitted to 
Corporate on March 13. 

Product costs and ROI's updated for the February 16 presentation. No significant changes 
in cost estimates have occurred and the project’s ROI is in excess of 30%. 

The asset transfer process at Ashland continues and is expected to be completed by early 
March, approximately one week ahead of schedule. : 

Upcoming Events: Board presentation in late March and late April. 
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R: REDACTED MATERIAL 


Updated 1995 Budget and a pro forma 1996 Budget. 

Legal & Regulatory 

Issues: Regulatory and legal review and research covering marketing, manufacturing, 
testing, distribution, planning and product liability issues; contractual arrangements; project 
assets structuring; document drafting and review. 
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